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WESTERN HERITAGE PROPERTIES LIMITED 


To the Shareholders: 


In 1965 the shareholders’ equity of your Company 
was reduced by $160,805 (13¢ per share) mainly as 


aresult of the following: 


(a) Your Company experienced a net operating loss 
of $372,142 (31¢ per share). 


loss are losses totalling $422,411 incurred by 


Included in this 


two brick companies, acquired during the year, 
whose-operations are reported upon in a later 


paragraph. 


(b) Again of $385,530 (32¢ per share) was made on 
the sale of certain surplus land included in ma 
fixed assets of Thé Old Mill Limited. 


(c) The Company adopted a policy of amortizing the 
excess of the cost of its investment in subsidiary 
companies over the underlying book value of 
their net assets at acquisition. This amortization 
resulted in a charge against equity of $176,603 
(15¢ per share) in 1965. 


Total sales in 1965 amounted to $5,276,389, an 
increase of $724,351 or 16% over the total sales of 
$4,552,038 reported for 1964. Restaurant sales 
increased by 4%, land sales increased by 5% and brick 


sales increased by 34%. 


Your Company's total assets increased to $14,925,797 
at December 31, 1965 from $11,539,315 at Dec- 
ember 31,1964. Most of this increase resulted from 
larger investments in land held for development and 
sale in Burlington at the end of 1965 as well as 
your Company's share of the investment in assets 


at Windsor Clay Products Inc. and Empire Clay 


Products Inc., the newly acquired brick companies 


referred to in a previous paragraph. 


In general 1965 commenced by being a year of 
further expansion of your Company. This was so in 
the first half of the year until the tightening money 
market and concomitant stringent financial condi- 
tions within the Company resulted in a slow-down of 
operations in the latter half. Borrowings from the 
parent company Great Northern Capital Corporation 
Limited, which owns 78.7% of the stock of Western 
Heritage, helped to relieve this condition late in1965. 
1966 Is seen as a year of consolidation with develop- 
ment of the Company’s assets taking place at an 
increased rate. This, however, will depend to a great 
extent upon broad economic considerations and the 
nation-wide availability of adequate mortgage funds 
necessary to maintain the present levels of real estate 


activity. 
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Across ae a vagal increase in residential con- 
struction took place in 1965. It reflected a high level 
of housing starts in the first half of the year followed 


by a decline in the second half. The change in 


\ pattern was primarily attributable to shortage of 


‘mortgage funds that set in soon after mid-year as a 


Ro of vigorous economic expansion and an 


fj ‘ accompanying heavy demand for investment funds 


oe 


for other purposes. These conditions will continue to 
ave an Bieclan the housing situation in 1966 
despite an increase in the NHA interest rate from 
6%% to 6%% put into effect in January. The short 
term outcome is likely to be a decline in housing 


starts, particularly of apartments, in 1966. 


Your Company’s Western Canadian land sales in 
1965, including its 55% share of River Heights, 
Saskatoon, was $526,332 and on a par with the 
1964 sales. In Ontario where no inventory of single 
family lots existed at the beginning of the year and no 
new lots were produced during 1965, sales were 
limited to nine industrial sites. In U.S.A., sales pro- 
ceeded apace with lot sales in Pennsylvania at 
Hemlock Farms and Hidden Lake aggregating 
$1,551,262, more than triple the 1964 value. Demand 
for the second home by residents of the New York 
and New Jersey area has increased and lot prices 


have risen by almost 50% since 1963. 


In the first four months of 1966 your Company’s land 
sales position has improved considerably. Following 
the opening up of Brant Hills Estate, Burlington, 
sales have already exceeded $640,000, and total 
land sales for all areas are over one million dollars. 
Land sales prospects for 1966 are excellent with the 
expectation that the total for the year will be 50% 
ahead of 1965. 


In the field of brick production, your Diamond Clay 


Products Limited plant at Burlington, Ontario, con-, 


tinued to operate at capacity and due to technical 
advances it became possible to increase the unit sales 
price by 2%. Sales of brick from the plants at Empire 
Clay, Buffalo, 75% owned by Diamond, and Windsor 


Clay in Connecticut, 80% owned by Diamond, which 


were acquired early in the year, totalled $462,291. | 


Both these plants were obsolete and required exten- 
sive rebuilding, technical improvements, testing and 
build-up of management to a greater degree than had 
been originally envisaged. Losses sustained by your 


Company as a result of these start-up costs in 1965 


amounted to $422,411. It is anticipated that these 


operating losses will be substantially reduced by the 
summer of 1966 and that the combined sales of all 
the Diamond companies in 1966, including the peat 
moss operation, will run at least 30% ahead of the 
1965 figures. 


Business at The Old Mill Restaurant continues to 
expand gradually and completion of subway con- 
struction in the vicinity as well as occupancy of the 
148 suite luxury apartment adjoining is expected to 


assist this operation. 


During 1965 your Company took part in the forma- 
tion of Carib Island Properties Limited which holds an 
interest in Caribbean land on Grand Bahama. At the 
end of the year an agreement to dispose of the shares 
of Carib Island was reached and a gain of $24,523 
not reflected in the attached statements was realized 
upon completion of the sale which took place in 
early 1966. 


Changes in the Board of Directors and of senior 
management of the Company took place at the turn 
of the year, as indicated on a previous page, to reflect 
re-orientation of the Company’s activities based in 


Toronto rather than in New York. 


Particularly in view of the difficult period through 
which the Company has passed during the year, the 
Board wishes to record its appreciation to the em- 
ployees of the Company who have continued to 
carry out their duties in an effective and co-operative 


fashion. 


We look forward to 1966 being an improved year for 


the Company. 
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June 7, 1966 President 


WESTERN HERITAGE 
AND ITS SUBSII 


Consolidated Balance She 


(with comparative figu 


Assets 
1965 1964 
Current: 
Cash - + - = = = = 955 = = =) = “= = = = = = = = = = §. 186,555) 3 Sei aeeeee 
Accounts receivable - - - - - - - - - - - = - = = = = = 650,321 495,110 
Amounts receivable under sale agreements - - - - - - - - - - - 749,355 1,245,691 
Marketable investments—at cost'(see Note C)- - - - - - - - - - 186,355 1To11t2 
Inventories : 
Land, at cost, including development expenditures of $837,196 in 1965 
and.$821.,734 in 1964) ==) =e en 1193/6055 876,048 
Other, at the lower of cost or net realizable value - - - - - - - 543,492 233,508 
Notes and mortgages receivable due within one year- - - - - - - - 435,600 279,301 
Prepaid expenses - - - - - - - = - = = = = = = = = = = 117,178 118,819 
Total current assets - - - - - - - - - - - - - 4,062,511 3,544,934 
Land inventory, at cost, less amount included in current assets - - - - - - 3,336,706 2,282,677 
Land options (see NoteD) - - - - - - - - - - - - - - -» = = 93,550 80,462 
Notes and mortgages receivable, less amounts due within one year included in 
current assets =) =" === Sl Sie ee ee 609,756 137,624 
Other assets : 
Advances to a partnership in a land development project not fully activated, 
At COST ess) eh had eae ee eek a ae 155,436 154,725 
Otherat Costs! Sa 9 Se en ca Boy we tet oa ea ee 62,894 60,392 
Fixed assets (see Note E)- - - - - - - - - - - = - = - = = = 4,927,814 3,423,656 
Unamortized debt discount and expense - - - - - - - - - - = = - 87,707 98,913 
Unamortized excess of cost of investment in subsidiary companies over the under- 
lying book value of their net assets (see Note A) - - - - - - - =- - 1,589,423 1,755,883 


Approved by the Board: 


A. L. Beattie, Director 
Alan J. Scott, Director 


$14,925,797 


The accompanying notes are an) 


$11,639,315 


~ROPERTIES LIMITED 
RY COMPANIES 


is at December 31, 1965 


at December 31, 1964) 


Current: 
RereeA re GUeG) =) mei) et aoe mee we te Ce 
Accounts payable and accrued expenses - - - - - - - - 
6 SO CESISI SS) Re Se en ee me 
Estimated costs to complete subdivisions under development - - 
Demand notes payable—secured - - - - - - - - - - - 


Current instalments on long-term debt - - - - - - - - - 


Total current liabilities - - - - - - - - - 


Due to parent and affiliated companies, including accrued interest - - 


Equity of minority shareholders in a consolidated subsidiary - - - - 


Shareholders’ equity : 


Capital stock: (see Note G) 
Authorized : 3,000,000 shares without par value 
Issued and fully paid: 1,194,388 shares (1,185,488 in 1964) - 


| Contributed surplus - - - -°- - - - - - = - - = = 
Deficit—per statement - - - - - - - - - - - = = = 


| 
| Net shareholders’ equity - - - - - - = - 
{ 
. 


{1 part of the financial statements. 


Liabilities and Shareholders’ Equity 


Long-term debt less current instalments included in current liabilities (See Note F) 


1965 1964 
$ 2,022,596 $ 1,021,467 
756,554 445,935 
59,682 30,817 
285,397 391,151 
406,487 500,000 
564,147 266,738 
4,094,863 2,656,108 
1,404,278 761,250 
8,444,043 6,982,970 
4,432 1 
1,244,388 1,235,488 
7,000 7,000 
(273,207) (103,502) 
978,181 1,138,986 
$14,925,797 $11,539,315 


WESTERN HERITAGE PROPERTIES LIMITED 


Consolidated Statement of Loss and Deficit 
for the Year Ended December 31, 1965 


AND ITS SUBSIDIARY COMPANIES 


(with comparative figures for the year ended December 31, 1964) 


Sales: 


Land'-" t= .F. =( > = 
Manufacturing and other 


Cost of sales: 


Land- - - - - - - 
Manufacturing and other 


Gross profit- - - - - - 
Dividend and interest income 
Other income - - - - - 


Expenses: 


Operating, selling and administrative - 


Interest: 


Long-term debt - - 
Other - - - - - 


Depreciation, depletion and amortization 


Amortization of debt discount and financing expenses 


Less: 


Minority interest in loss of a subsidiary company - 
Operating loss (income) for the year - 


Amortization (see Note A) - 


Net loss (income) for the year - 
Deficit at beginning of the year - 


Add: 


Investment in affiliated company written off 


Less: 


Gain on sale of fixed asset - 


Deficit atend of the year - 


1965 


$2,144,817 


5,276,389 


663,798 
1,923,200 


2,586,998 


2,689,391 
94,853 
44,387 

2,828,631 


2,290,153 


442,766 
217,661 
299,632 

10,538 


3,260,750 


432,119 


59,977 


372,142 


176,603 


548,745 
103,502 


6,490 
658,737 


385,530) 


1964 


$2,044,176 
2,507,862 


4,552,038 


1,224,403 
1,241,481 
2,465,884 
2,086,154 
47,200 
90,370 


2,223,724 


1,472,395 


388,813 
115,288 
204,649 

11,143 
2,192,288 
(31,436) 


(31,436) 


(31,436) 


134,938 


103,502 


¢ 973.207) 3 102502 


—— 


The accompanying notes are an integral part of the financial statements. 


——s 


WESTERN HERITAGE PROPERTIES LIMITED 
AND ITS SUBSIDIARY COMPANIES 


Notes to Consolidated Financial Statements 
December 31, 1965 


Note A: 

In the accompanying financial statements the accounts of 
the Company have been consolidated with those of its sub- 
sidiary companies as at December 31, 1965. The operating 
losses of two subsidiary companies are included in the con- 
solidated statement of loss and deficit for the periods since 
dates of acquisition, February 28 and March 31, 1965. 


The Company has adopted a policy of amortizing the 
excess of the cost of investment in subsidiary companies over 
the underlying book value of their net assets at dates of acquisi- 
tion, over a ten-year period on a straight-line basis. Amortiza- 
tion for the year ended December 31,1965 and accumulated 
amortization to date amounts to $176,603. 


Note B: 

U.S. dollar amounts included in the financial statements 
are converted into Canadian dollars at the official rate of ex- 
change which approximates the free rate of exchange at 
December 31,1965. 


Note C: 

The value of the Company’s marketable investments at 
their quoted market value or subsequent realization value 
amounts to approximately $296,800 ($107,400 in 1964). 


Note D: 

Two subsidiary companies have options to purchase a 
total of 1,136 acres of land at prices varying from $300 to 
$2,300 per acre. The amount required to exercise all the 
options after deducting recoverable option payments of 
$84,425 is $584,862. 


On December 22, 1965, one subsidiary company exercised 
options to purchase 47 acres of the land mentioned above for 
$107,140. The subsidiary company obtained title to the 
property on January 28, 1966. 


Note E: 
Fixed assets, at cost, consist of the following: 
1965 1964 
Land and land improvements- $ 312,151 $ 286,101 
Buildings - - - - - - - 1,659,379 1,149,730 
Machinery and equipment - 2,843,901 1,834,872 
Country club and golf course 
faciliies- - - - - - - 880,493 838,215 
Water system- - - - - - S77 ,907 182,148 
Clay deposit and peat moss bog 466,201 462,876 
6,540,082 4,753,942 
Less accumulated depreciation, 
depletion and amortization - 1,612,268 1,330,286 


$4,927,814 $3,423,656 


——————— 
Sa 


Note F: 


Long-term debt consists of the following : 


1965 

Western Heritage Properties 
Limited : 

5% note due 1968 - - - $ 100,000 
5% mortgage - - - - - _ 
6% mortgage due 1966 to 

1968%=- ="= = - = = 52,340 
6%% mortgage due 1966 to 

VO] OMe ae = 486,486 


7% subordinated convertible 
debentures Series A due 
June 30,1973 - - - - (1)4,239,400 


Miscellaneous mortgages - 79,378 
4,957,604 
Subsidiary companies: 
2%% mortgage due 1967 to 

1977 - - - - - - - 97,297 
5% notes due 1966 - - - 24,628 
5% mortgage due 1967 -  - 92,400 
5%% mortgages due 1969 

and1970 - - - - - 110,730 
6% note due 1968 - - - 21,621 
6% mortgages due 1967 to 

W977 = "=o = = = - 1,306,982 
6% first mortgage bonds due 

$100,000 on March 31 of 

each year 1966 to 1971 - 600,000 
7% mortgages due 1967, 

1969 and1970- - - - 293,949 
7%% mortgage due 1978 - 500,000 
8% mortgages due 1969 and 

1970 - - - - - - - 285,000 
Miscellaneous mortgages - 14,610 
Priority creditors - - - - (2) 380,061 
Unsecured creditors - - - (3) 323,308 

4,050,586 

Total long-termdebt - - - ~ 9,008,190 
Less current instalments 

included in current liabilities 564,147 

$8,444,043 


1964 


$ 100,000 
75,676 


348,497 


4,239,400 
47,060 
4,810,633 


24,628 
140,170 


114,730 


419,359 


700,000 


201,339 
500,000 


285,000 
53,849 


2,439,075 
7,249,708 


266,738 


$6,982,970 


(1) The 7% debentures have been issued under a trust inden- 
ture and are redeemable at the option of the Company in 
whole or in part at 104% of the principal amount up to and 
including June 30, 1966 and at decreasing premiums 
thereafter prior to maturity plus accrued interest to the 
date of redemption. The debentures are convertible at 
the option of the holder into shares in the capital of the 
Company at $3 per share prior to redemption or maturity. 


— 
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Under the terms of a court-approved agreement dated 
March 29, 1965 made with certain creditors holding 
collateral or with priority claims, a subsidiary company Is 
required to repay its indebtedness together with interest at 
6% by monthly payments. Payments due to priority 
creditors excluding interest are as follows: 1966, $83,922; 
1967, $74,324; 1968, $217,375; 1969, $2,960 and 


1970, $1,480. 


As long as the conditions of the agreement with priority 
creditors are met, these creditors are precluded from 
bringing foreclosure actions. 


(3) Under the terms of an Arrangement dated April 6, 1965 
with unsecured creditors and confirmed by the Court, 
proved and verified claims against a subsidiary company 
are to be satisfied by the issue of 6% subordinated deben- 
tures. Under the terms of the debenture agreement annual 
payments of the greater of ten per cent of the subsidiary 
company’s net income as defined in the debenture agree- 
ment or U.S. $20,000 including interest and principal are 
required to be made commencing April 6, 1966. 


Of the $323,308 unsecured creditors’ claims at December 
31, 1965 the subsidiary company is disputing one claim 
amounting to $42,757. All other amounts carried under 
this caption represent finally negotiated or stipulated 
amounts awaiting the issuance of the debentures. 


Among other provisions of the debenture agreement the 
subsidiary company may not pay cash dividends, incur 
collateralized indebtedness in excess of U.S. $600,000 


or unsecured indebtedness, other than debentures, in 
excess of U.S. $700,000 until payments (defined as in- 
cluding principal and interest) made on the debentures 
aggregate at least 20% of the finally determined de- 
benture total. 


Under the terms of the Arrangement, the Court will retain 
jurisdiction until the matters set forth in the Arrangement 
relative to the issuance of the debentures and payment of 
tax claims have been complied with. 


Note G: 

During the year the Company issued 8,900 shares at $1 
each for cash upon the exercise by employees of options 
granted to them under the Company’s stock option plan. 


The following shares are reserved for issue against the 
following : 
1965 1964 
(a) The conversion of the 7% sub- 
ordinated convertible deben- 
tures=- =- - - - = « = 1,4135133°  T2493ites 


(b) The exercise of share purchase 
warrants giving the right to 
subscribe at $3.50 per share 
to June 30,1973- - - - 270,000 270,000 


(c) Options under the Company's 
stock option plan: 


Exercisable at $1 per share 33,100 44,100 
Exercisable at $2 per share 2,000 7,500 


Note H: 

The Company is contingently liable for sale agreements 
discounted in the approximate amount of $748,500 at Decem- 
ber 31, 1965. 


Note |: 

1964 figures are presented for purpose of comparison 
only. In order to comply with the presentation adopted for 
1965, certain 1964 figures have been regrouped or reclassified 
in the accompanying financial statements. 


Auditors’ Report 


To the Shareholders of 
WESTERN HERITAGE PROPERTIES LIMITED: 


We have examined the consolidated balance sheet of Western Heritage Properties Limited (incorporated under The Corporations 
Act, Ontario) and its subsidiary companies as at December 31, 1965 and the consolidated statement of loss and deficit for the year 
ended on that date. Our examination included a general review of the accounting procedures and such tests of the accounting 
records and other supporting evidence as we considered necessary in the circumstances. 


In our opinion the accompanying consolidated balance sheet and consolidated statement of toss and deficit present fairly the 
financial position of the companies as at December 31, 1965 and the results of their operations for the year ended on that date, in 
accordance with generally accepted accounting principles applied on a basis which is, except for the adoption of the amortization 
policy explained in Note A to the financial statements, consistent with that of the preceding year. 


Toronto, Ontario, 
May 12, 1966. 


DELOITTE, PLENDER, HASKINS & SELLS, 
Chartered Accountants. 


WESTERN HERITAGE PROPERTIES LIMITED 


DIVISIONS AND SUBSIDIARIES 


Hemiock Farms Western Heritage Properties (Ontario) Limited Canarama Western Limited 
Lords Valley 35 Old Mill Road 2000 Oak St. 

Hawley, Pennsylvania Toronto, Ontario Sherwood Park, Alberta 
Diamond Clay Products Limited Empire Clay Products Inc. Windsor Clay Products, Inc. 
#5 Highway Route 240 Rt. 5 

Burlington, Ontario West Fails, N.Y. South Windsor, Connecticut 


The Old. Mill Limited 


35 Old Mill Road 
Toronto, Ontario 
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